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‘CONSOLIDATED TEXTILE MILLS LIMITED 


Directors’ Report to shareholders: 


Your directors are pleased to report that 1971 was a very successful year for 
the company, one in which each sector of its operations made considerable 
progress. 


FINANCIAL REVIEW 


Sales for the year increased 45% to $23,534,636 from $16,232,141 last year. 
Profit before taxes increased 25% to $1,201,327, compared with $957,001 in 
1970. No income taxes were paid or are payable for the years 1970 and 1971. 
In compliance with the recommendations of the Canadian Institute of 
Chartered Accountants, your company has altered its accounting procedures 
and has set up in 1971 a deferred tax account as shown in the consolidated 
financial statements forming part of this report. For comparitive purposes, 
1970 results have been restated on the same basis. Accordingly, net profit in 
1971 was $613,722 as compared to $478,501 in 1970. 

In December, 1971, the board of directors declared a 50% stock dividend. This 
type of dividend was chosen in preference to a cash dividend in order to pre- 
serve working capital during the company’s current period of expansion. Details 
of the expansion program are covered later in this report. 

For comparative purposes and to reflect the 50% stock dividend paid in 
December, 1971 and to adjust for the deferred tax accounting procedures 
earnings per share have been calculated on 1,152,052 shares in 1971 and 
1,126,827 shares in 1970. On this basis 1971 earnings per share were $0.53 
against $0.42 in 1970. 

Capital expenditures which totalled $944,507 for the year were channelled in 
large measure into the company’s continuing program of unit cost reduction 
in manufacturing operations in order to ensure increased profitability despite 
rising labor costs. 


OPERATIONS 


In July, 1971, your company signed a three-year labor agreement with the 
Textile Workers Union of America covering operations at the dyeing and 
finishing plant in Alexandria, Ontario. 

In January, 1972, an accord was also reached with the CNTU for a period of 
three years to cover employees at the new plant in Montmagny, Quebec. Labor 
contracts at the company’s weaving plants in Joliette and St. Hyacinthe, 
Quebec will come up for negotiation in December, 1972. Because of a favorable 
climate in labor relations at these plants, no undue difficulties are anticipated 
in reaching mutually satisfactory agreements. 

As previously reported, operations of North American Water Jet Services Ltd. 
have been terminated. The decision to discontinue operations at this subsidiary 
was made by mutual consent of your company and Nissan Motor Company of 
Japan in view of the current softness of water jet loom sales in North America. 
In the second quarter of 1971, your company formed a wholly owned U.S. 
subsidiary, Sextet Fashion Fabrics Inc. Based in New York City, this subsidiary 
distributes Consolidated’s fabric lines in that city and, through sales agents, in 
Miami, Dallas, Los Angeles, Philadelphia and Chicago. 

Last August, the U.S. government imposed surcharges on imports into the 
United States, thereby adversely affecting the performance of this subsidiary 
during 1971. Since the international monetary situation has been corrected and 
the surcharges removed, the company has intensified its marketing efforts in 
the U.S. It is expected that results of these efforts will become evident during 
the current year. 

Mr. Peter W. Benn, who had previously supervised operations at the Alexandria, 
Ontario, facility, has been appointed the company’s director of manufacturing. 
Mr. Benn brings to this position more than 30 years’ experience in the textile 
field. In his new capacity, Mr. Benn will oversee operations at the company’s 
existing manufacturing and processing facilities as well as supervise the re- 
cently announced knit fabric expansion program. 


EMPLOYEES 


Your company and its subsidiaries now employ a total of 683 people of whom 
76 have been with the company in excess of 20 years, and some 300 more 
than five years. Continued growth in the areas of both sales and profits could 
not have been achieved without the conscientious efforts, loyalty and dedica- 
tion of all employees. The board of directors and management wish to thank 
all employees for contributing to this success. 


EXPANSION PROGRAM 


In December, 1971, your company, through its wholly-owned subsidiary, 
Consolidated Textiles Ltd., purchased from Chemcell Ltd., a plant site in 
Montmagny, Quebec consisting of 200,000 sq. ft. of buildings and some 
machinery in place. 

The most modern equipment for the production of single, double, and warp 
knit fabrics as well as a number of water jet looms, have since been purchased 
for this location at a cost of approximately $2.5 million. 


The acquisition of the Montmagny plant marks the entry of your company 
into domestic production of knitted fabrics. Up to now your company has 
been selling knitted fabrics manufactured on its behalf by other domestic and 
foreign manufacturers. 

Commercial production should be achieved some time in the third quarter of 
the current year with full production expected some time in the first quarter 
of 1973. At that time some 230 people will be employed at this facility. 

In addition to the acquisition of the Montmagny plant, the current expansion 
program involves increases in the production capacities of the company’s other 
facilities in Joliette and St. Hyacinthe, Quebec and in Alexandria, Ontario. 
Total cost of this phase of the program will be approximately $2 million, and 
should increase the work force in these locations by 100 people. 

Financing of the entire $4.8 million expansion is being arranged through a 
$3.3 million, 10-year term loan guaranteed as to 90% of capital by the 
Government of Canada through its General Adjustment and Assistance Board, 
and through grants from the Department of Regional Economic Expansion of 
approximately $1.6 million. The Quebec Industrial Development Corp. has 
agreed to abate interest costs of the Quebec portion of the loan up to $100,000 
and to issue a certificate under Bill 21 to allow for tax benefits which could 
amount to approximately $150,000. 

As a result of this expansion the company will be fully integrated in its weav- 
ing and knitting operations. This capability to service customers’ requirements 
for both woven and knit fabrics in our own plants should assist the company in 
maintaining its upward trend in sales and profitability. 


TEXTILE POLICY 


The Canadian Government's Textile and Clothing Board was established as 
part of a new textile policy. It is the most important element in the structure 
of this policy and has already heard five enquiries since its inception. To date 
decisions have been handed down in two areas, namely cotton yarns and 
shirts. In both cases, ‘‘global quotas’’ were negotiated with exporting countries. 
Although the levels at which these quotas have been negotiated are, in your 
company’s opinion, exceedingly high, they have at least provided the domestic 
industries concerned with a more predictable environment in which to plan. 

In a third case, covering knitted sweaters, the finding of the Board was nega- 
tive. Cases for both acrylic yarns and knit fabrics have also been heard by the 
Board and the decisions are to be announced shortly. 

The next case to be called before the Board is concerned with filament 
polyester broad woven fabrics. This case, along with that to be heard on 
knitted fabrics, are of special interest to your company since it is heavily 
engaged in both areas. 

Your management is confident that after being presented with all the facts, 
the Textile and Clothing Board will recommend to the Government that the 
necessary restraints be placed on imports which have pre-empted Canadian 
manufacturers in the domestic market for both types of fabric. 

Thanks to the efforts of the Hon. Jean-Luc Pepin, Minister of Industry, Trade 
and Commerce, who is responsible for the new policy and the setting up of 
this Board, the Canadian textile industry has for the first time a forum where 
decisions can be obtained, whether positive or negative, on which to plan for 
the future. 


OUTLOOK 


It is anticipated that the company’s upward trend in sales and earnings will be 
maintained in 1972. This continued progress should be achieved through 
improved operating efficiencies at manufacturing and processing facilities and 
increased penetration of both domestic and export markets for your company’s 
woven and knitted fabrics. 

The major expansion program referred to earlier should bring the company’s 
existing plants to close to optimum operating size and as a result, reduce unit 
costs to levels competitive in most world markets. The new Montmagny plant 
will also become progressively more efficient as refitting operations move 
toward completion later in the year. 

In the marketing field prospects for the foreseeable future are encouraging, 
owing to the growing popularity of knitted fabrics for men’s and ladies 
fashions as well as the expanding demand for coated woven fabrics used in 
garments for outdoor activities such as skiing and skidooing. In addition to 
domestic sales, export marketing efforts continue to show favourable results, 
with those directed toward the U.S. demonstrating substantial earnings 
potential. 

Despite generally poor economic conditions which prevailed throughout the 
major part of last year, 1971 was nevertheless a very successful year for the 
company. In an improved business climate evident in recent months, it is 
expected that your company will make further progress and it is on this basis 
that the directors look forward with optimism to the current year. 


On behalf of the Board of Directors, 


| ; yy D. TARAN, President 


March 10, 1972 


CONSOLIDATED TEXTILE MILLS LIMITED 
and Subsidiary Companies 


CONSOLIDATED 


Statement of Earnings 


FOR THE YEAR ENDED DECEMBER 31, 1971 


1971 
SALES 23,524,636 
Net Operating Income Before 
ther Undernoted:itemSnccccccesticcs ceectecestocreertesterseceeeroneceemees 1,770,145 
Depreciation & Amortization (Note 3) 337,393 
Interest on Long-Term Debt 231,425 
568,818 
NET EARNINGS FOR THE YEAR 
BEFORE INCOME TAXES 72. 2acccetssceceeca tee nek tone teere 1,201,327 
Provision for Income Taxes (Note 6) .............s:::::2ssseneneeeseees ___587,605 
NET EARNINGS FOR THE YEAR ................0000s2seeceeeeeeees __ 613,722 
NET EARNINGS PER SHARE (Note 12) ...................00e00002 0.53 
*Restated for Comparison 
CONSOLIDATED 
FOR THE YEAR ENDED DECEMBER 31, 1971 
1971 
CONTRIBUTED SURPLUS 
Balance.at Beginning Of. Y Cati.....cc-cc--<:.-.ccovseear-sacenaesarsr-csesse= nil 
GovernmentsG rants ier gercctecces cecarvecccccavcoassisaserecsteasssecestcoue 57,192 
Balancevat:End Of. Year, 2iiccccssccsess-ccessssccncesscocsaseeanverconsn es rane 57,192 
RETAINED EARNINGS 
Balance at Beginning of Year ................:::ccccccceseeeeeeeeeeeeeeseeee 4,619,775 
Nat: Barninngs £00) Y Caf cc. covssaciancctescucessaxasasessspecacersessennvacecesss 613,722 
Prior Period Adjustment of Deferred Taxes ...........cscsseesseneee 328,514 
5,562,011 
Less: 
Stock. Dividend: (UNOtG:S) eric citevssetenntashensccccccassasceacustorenreses 1,531,384 
Othe A CIUSTIMIONE 5 os cose ceineic scancagtensareaatercenntsaovuaansputunesacercrsns _ 
1,531,384 
Balancerat End of Y Cat ceiciirtccccssicseenccaeossecsesaccsersevecesoesesteon 4,030,627 
TOTAL SURPLUS BALANCE AT END OF YEAR. ............ 4,087,819 


*Restated for Comparison 


CONSOLIDATED TEXTILE MILLS LIMITED 
and Subsidiary Companies 


CONSOLIDATED 


Balance Sheet asatpecemser 31, 1971 


Assets 


1971 
CURRENT 
CO 9 ga ee ne Se Bin cue Scand Sor eGR csocoecE A AnednEOn 444,253 
Accounts, Receivablesccx..cccscce co eeneee seer eee 5,391,531 
Sundry Receivables f2scic.ceseces.cecacceet eee eee tee aes eee ions renseueereee 286,895 
Government Grants (Note 7) ...........:00ssseccececeecccccssseseseeeeeeee 57,192 
Inventories (Note 2) 2hecvan. ce eee ees 8,565,500 
Prepaid: Expensesicccis..reccseeen eee rere eee ees 48 388 
14,793,759 
INVESTMENT. ccccccccceettrcte ec rteesreccea rec ter teestee se ener teen eee _ 
PROPERTY, PLANT AND EQUIPMENT (Note 3) ............. 5,283,971 
OTHER AND DEFERED CHARGES 
Unamortized Discount & Expense on Funded Debt ............ 144,422 
Copyright rector cecncesece cette rece ere orate eee ene eet ene 1 
144,423 
20,222,153 
Liabilities 
CURRENT . 
Bank’ Loans: (NOte’4) pcs ere erie eee sectco ere 4,100,000 
Accounts Payable & Accrued Charges ..............-...cssscsseeceeee 5,800,169 
Income: && Other: Taxes.t-..cccec cere staccscecescestie ene none vocere nereeeoee 122,853 
Long-Term Debt Due Within One Year ...................c020eee0e002 268,000 
10,291,022 
LONG-TERM DEBTS (Note 5) 
Debentures & Bonds Payable .................02ccesecceseeeeeceeeceeeeeees 3,125,000 
Mortgage:Payabl esse rece caretecce eect ateeeeeerneseaecer seca 125,000 
3,250,000 
DEFERRED INCOME TAXES (Note 6)..................000000ee0000 255,536 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (Notes 5 & 8) 
AUTHORIZED 
2,000,000 Common Shares Without 
Nominal or Par Value 
ISSUED 
1,208,989 Common Shares - 1971 ...........22.cc0ecceeeceneceneeceseees 2,337,776 
250,406 Common Shares - 1970 .............02ccecceeccecneeceecnecees - 
SURPLUS (Note 9) 
Per Statement Attached 4,087,819 
6,425,595 
20,222,153 


APPROVED ON BEHALF OF BOARD 


D. TARAN, DIRECTOR 
M. RABINOVITCH, DIRECTOR 


CONSOLIDATED TEXTILE MILLS LIMITED 
and Subsidiary Companies 


CONSOLIDATED 


Statement of Source 
and Application of Funds 


FOR THE YEAR ENDED DECEMBER 31, 1971 


1971 
SOURCE OF FUNDS 
Net) Earnings. for:thesy Ganson ee e eee ee 613,722 
CHARGES NOT REQUIRING OUTLAY OF FUNDS 
Depreciation and Amortization ...............0..csseccsesceeeecenseceees 337,393 
Amortization of Discount & Expense 
of, Funded) Deb tierce terre ee ane terre eee 18,343 
Deferrediincomend axes icsn cero oee rocco eee 255,536 
Prior Period Adjustment of Deferred Taxes ..................-.0000 328,514 
1,553,508 
Salerofsl vestments seeserese es eee, ecco rn tern cee ee eee ee ee ee 104 
Issuexot Gommoni Shar eSceccscesessccoe cesses seoecsshcnke tees seeeencenceseeee 247,131 
Government: Grants reesrccste torrets ric oon nec coene cree meeeet trees 57,193 
1,857,936 
APPLICATION OF FUNDS 
Additions to Fixed Assets (Net) .................ccecsseeseeeeeeeeeeeeeeeee 944,507 
Decreasevin Long-Term Debt... -::<:..22.020..csscsosconsssosesvesrsacreace 50,000 
OTHER ZAC IUStIMIEN terres reson scree ne eres eee noone ee me — 
994,507 
Increaselin Working Capital 2222) .<....0...cc-2.cccrsconesavesesssseessvoees 863,429 
Working Capital at Beginning of Year ..................000:seeeeeeeeeee 3,639,308 
WORKING CAPITAL AT END OF YEAR. ....................000008 4,502,737 


*Restated for Comparison 


AUDITORS’ REPORT 


To the Shareholders of 
CONSOLIDATED TEXTILE MILLS LIMITED 


We have examined the Consolidated Balance Sheet of CONSOLIDATED TEXTILE MILLS LIMITED and its 
wholly owned subsidiaries as at December 31, 1971 and the Consolidated Statement of Earnings, Surplus and 
Source and Application of Funds for the year then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 

In our opinion, these Consolidated Financial Statements present fairly the financial position of the companies as 
at December 31, 1971 and the results of their operations and the source and application of their funds for the 
year then ended, in accordance with generally accepted accounting principles. Further in our opinion, except for 
the change to the deferred method of income tax allocation as referred to in Note 6 to these financial statements, 
such accounting principles are applied on a basis consistent with that of the preceding year. 


ABRAMOVITCH, ABRAMOVITCH, CRAWFORD, RAPPAPORT & CO. 


CHARTERED ACCOUNTANTS 


MONTREAL, March 8, 1972 


CONSOLIDATED TEXTILE MILLS LIMITED 
and Subsidiary Companies 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
for the year ended December 31, 1971 


1. PRINCIPLES OF CONSOLIDATION 
a) The consolidated financial statements include the financial position and results of operations of 
Consolidated Textile Mills Limited and subsidiary companies, all of which are wholly owned. 
b) Assets and liabilities in foreign currencies are converted at the exchange rates prevailing at the 
balance sheet date. |ncome and expenses in foreign currencies are converted at the actual exchange 
rates prevailing at the dates of transactions or at average exchange rates for the year. 


2. INVENTORIES 


1971 1970 
RawiMatentalsrand: Supplies seesteseestas tan aeeeeneneree eee 1,472,230 1,184,999 
Work in Process, including Greige Cloth, 
and, Finished: Goods ec: seeenacseoe eee eee 7,093,270 4,773,080 
8,565,500 5,958,079 


Inventories are valued at the lower of cost, replacement cost or net realizable value. 


3. PROPERTY, PLANT AND EQUIPMENT 


1971 1970 
Accumulated Accumulated 
Cost Depreciation Cost Depreciation 
Land 26,772 _ PA, DL _ 
Buildings 2,013,993 633,072 1,918,993 603,637 
Machinery & 
Equipment 7,519,942 3,643,664 6,675,434 3,335,706 


9,560,707 4,276,736 8,616,199 3,939,343 


Each of the various subsidiary companies reflect depreciation charges at rates appropriate to their 
geographic location and type of activity. The rates currently in use have been consistently applied. 


4. BANK LOANS 
Bank Loans are secured by a general assignment of book debts and of inventories (Section 88 of the 
Bank Act). 


5. LONG-TERM DEBT 
a) 7% Series “A” First Mortgage Sinking Fund Bonds 
Maturing September 1, 1979 


Outstanding 1,675,000 
Current Sinking Fund Instalment 
due within one year 100,000 1,575,000 


b 


— 


6 3/4% Series ‘‘A’”’ Sinking Fund 
Debentures (carrying share purchase 
warrants) Maturing 

February 1, 1980 


Outstanding 1,625,000 
Current Sinking Fund Instalment 
due within one year 58,000 
Held for Sinking Fund 17,000 75,000 1,550,000 


3,125,000 


There is outstanding 50,000 share warrants which in accordance with the requirements of the share 

warrant indenture, are subdivided into 4.725 shares per share warrant at the following prices: 

$25 per 4.725 shares if purchased at any time up to the close of business on February 1, 1972. None 
were purchased. 

$28 per 4.725 shares if purchased at any time up to the close of business on February 1, 1975. 


The indenture relative to the share purchase warrants contains adjustment provisions designed to protect 
the holders thereof against dilution of their purchase rights. 


Consolidated Textile Mills Limited an its subsidiaries are parties to the trust deeds representing the 
above issues. 


c) Mortgage Payable - Montmagny Property - 8% Mortgage- 235,000 
Due January 31, 1973 
Current instalment due withine one year 110,000 


125,000 


This mortgage is secured by the Montmagny property. 


CONSOLIDATED TEXTILE MILLS LIMITED 
and Subsidiary Companies 


10; 


il. 


12; 


13: 


DEFERRED INCOME TAXES 

It is the Company’s intention to claim for tax purposes Capital Cost Allowances in excess of 
depreciation charged in the accounts. The Company has prior years tax losses which will be, in the 
opinion of management, offset against future earnings. 

The total deferred income taxes to December 31, 1971 are $1,221,744 of which $966,208 is not 
recorded in the accounts. Until December 31, 1970 deferred income taxes were reported by note to 
the financial statements. On January 1, 1971 the Company changed its method and recorded 
subsequent deferred income taxes in the accounts. The accumulated deferred income taxes from 
January 1, 1971 are $255,536, which appears on the consolidated balance sheet. 


Of the $587,605 income taxes charged against current years earnings $584,050 has been deferred. 


GOVERNMENT GRANTS 

The Department of Regional Economic Expansion has approved the company’s applications for 
grants amounting to $1,623,850 relative to the expansion of production facilities, subject to the 
fulfilment of the terms and conditions set forth by the Regional Development Incentives Act. 

As at December 31, 1971 the company has accrued $57,192 of the grants in respect of installations in 
the current year. 80% of this amount will be received in the coming year and the balance, 30 months 
thereafter. The remaining grants will be claimed as additional facilities are installed. All proceeds from 
grants are credited to Contributed Surplus. 


CAPITAL STOCK 

a) There are not stock options either to employees or officers and directors outstanding as at 
December 31, 1971. 

b) On March 3, 1971 supplementary letters patent were issued increasing the authorized capital of 
the company to 2,000,000 common shares without nominal or par value. The then issued and out- 
standing 256,206 fully paid no par value common shares were subdivided into 768,618 fully paid 
no par value common shares. 

c) A stock dividend, payable in common shares of the company, equal to 50% of the outstanding 
common shares of record as at the close of business on December 27, 1971, was paid on 
December 30, 1971. 


RETAINED EARNINGS 

The trust deeds for the bonds and debentures restrict the payment of dividends (other than stock 
dividends) so that the consolidated capital surplus and retained earnings cannot be reduced below 
$2,300,000. 


The Company has commitments in respect of long-term leases for periods up to fifteen years 
requiring minimum annual rentals as follows: 


1972 - 1976 approximately 127,000 
Next eleven years approximately 70,000 


Remuneration received by directors, including salaries of officers who are also directors, aggregated 
$161,788 in 1971. 


EARNINGS PER SHARES 

The earnings per share figures are calculated using the weighted monthly average number of shares 
outstanding during the respective fiscal years, after giving retroactive effect to the stock split (3:1) 
and the stock dividend (50%) during 1971. 


SUBSEQUENT EVENTS 

a) The company and its subsidiaries have accepted an offer from the General Adjustment Assistance 
Board for a 90% guarantee of 3.3 million 10 year term loan by the Royal Bank of Canada, tobe 
secured by a debenture to rank after the present bond and debenture issues. Ratification by the 
bond and debenture holders was obtained at a meeting on January 12, 1972. These funds will be 
used for expansion and working capital purposes. 

b) The company and its subsidiaries have accepted an offer from the Quebec Industrial Development 
Corporation to abate interest costs on the Quebec portion of the 3.3 million loan up to $100,000 
over a period of several years, and to issue a certificate under Bill 21 to allow for tax benefit which 
could amount to $150,000 

c) On February 14, 1972 the company accepted an offer from the Quebec Deposit and Investment 
Fund to sell 82,000 common no-par value shares at a net price of $4.88. This transaction was 
consumated on March 1, 1972. 

d) Two subsidiaries of the company have entered into an agreement with The Corporation of the 
Town of Alexandria in respect to ‘Improvements to Sewage and Waste Treatment’. Work in this 
regard shall commence in 1972 for a total cost of $281,000 payable upon completion as follows; 
$14,050 per annum for 20 years. 


Illustrated are the stages of production 
through which woven and knitted 
fabrics pass during manufacturing and 
processing operations at the company’s 
mills and dyeing and finishing plant. 


Starting at the top, basic fabrics are 
produced either by loom or knitting 
machine, using man-made yarns com- 
bined with natural fibres. Fabric then 
produced is in the raw or grey goods 
stage. The magnifications below show 
the difference between woven fabric, 
with its overlapping pattern, and the 
stitch interlocking character of knitted 
fabric. 


From this point fabrics are processed 
through one or another dyeing and 
finishing operation, depending on de- 
signated end-use. This function is 
critical in the textile field inasmuch as 
it provides the manufacturing flexibi- 
lity to utilize the same basic fabric for 
multiple applications. With this capa- 
bility, mill production can be kept at a 
high level, thus yielding reduced unit 
costs. 


At the bottom of the illustration are 
depicted a few of the many end uses in 
which garment manufacturers employ 
Consolidated Textile fabrics. Applica- 
tions for knitted fabrics have expanded 
markedly in recent months from pre- 
dominantly ladies dresses and sports- 
wear to include large volume use in 
men’s slacks, sports jackets and suits. 
As aresult, the growth potential of this 
market is substantial. 


Consolidated’s woven and_ knitted 
fabrics are not generally in competi- 
tion with one another owing to the 
distinction between the types of gar- 
ments in which each will ultimately be 
used. Knitted fabrics, for instance, are 
rarely used in outdoor weather pro- 
tective garments and it is to this market 
that the company’s woven fabric 
production is oriented. 


shut) ee 
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Les différents stades de la production 
auxquels sont soumis les tissus ordi- 
naires et tricotés dans les usines de 
tissage, de teinture et d’apprétage de 
la compagnie sont illustrés ici. 


En commencant par le haut, les tissus 
de base sont fabriqués sur le métier a 
tisser ou la machine a tricoter a partir 
de fibres synthétiques ou de fibres na- 
turelles. Le tissu ainsi produit est a 
\‘éetat brut et est de couleur écrue. Les 
agrandissements suivants montrent la 
différence entre un tissu ordinaire, dont 
les motifs se chevauchent les uns les 
autres, et le caractére entrecroisé des 
mailles d’un tissu tricoté. 


A partir de ce stade, les tissus sont 
soumis a une des opérations de teintu- 
re ou d’apprétage, selon l’usage auquel 
ils sont destinés. Cette étape est d’im- 
portance critique dans |’industrie texti- 
le, car elle permet d’utiliser le méme 
tissu de base a des fins multiples. Avec 
cette possibilité, la production de |’usi- 
ne textile peut étre maintenue a un 
niveau élevé, d’ou une réduction du 
prix unitaire. 


Le bas de I’illustration montre quelques 
produits finis pour lesquels les fabri- 
cants de confection utilisent les tissus 
de la Consolidated Textile. L’utilisation 
des tissus tricotés s’est considérable- 
ment étendue ces derniers mois, depuis 
les robes et tenues sport pour dames 
jusqu’aux pantalons, vestons sport et 
complets pour hommes. Par consé- 
quent, le potentiel d’accroissement de 
ce marché est important. 


En général, les tissus ordinaires et les 
tissus tricotés de la Consolidated 
Textile ne se font pas concurrence, en 
raison de leur utilisation pour diffé- 
rents genres de vétements. Les tissus 
tricotés s‘utilisent rarement pour les 
vétements de protection qui se portent 
pour l’extérieur, alors que c’est a cet 
usage que les étoffes tissées sont 
destinées. 
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DIRECTORS’ REPORT TO SHAREHOLDERS 


We are pleased to report that the last decade ended on 
a happy note for your Company as profits continued on 
an upward trend. 


SALES 


Sales for the year decreased slightly from $17,349,430 in 
1968 to $16,772,058 in 1969. 


Sales in our Canadian operations increased by 16% in 1969 
over the preceding year. 


Export sales increased slightly in spite of monetary 
problems in some of the export markets such as England 
and France. Our sales efforts in the export field have 
established a strong base from which we foresee sub- 
stantial increases within the next few years. 


The slight decrease in the total sales for the year was 
occasioned by the phasing out of the Caroline Industrial 
Textiles Inc. operation in Fall River, Massachusetts. The 
decision to close the Caroline Industrial Textiles Inc. plant 
was made because of the intense price competition that 
has been created in the woven olefin industry as a result 
of over-production. We were able to determine that the 
equipment could be utilized more profitably in one of our 
Canadian plants. 


FINANCIAL REVIEW 


Net profits for the year ending December 31st, amounted 
to $605,158 as compared to $425,735 in 1968 — an increase 
of 42%. Profit per share was $2.54 in 1969, as compared 
with $1.79 per share in 1968. 


Capital expenditures for the year were $529,927 which was 
used mainly to increase capacity and streamline operations 
in all mills. These expenditures will help to reduce unit 
costs in our manufacturing operations and should ensure 
increased profitability in the face of rising labour costs 
and competition from low-wage and _ state-controlled 
countries. 


YEAR’S HIGHLIGHTS 


In February of 1969 your Company acquired the manufactur- 
ing plant of Rose Tex Mills in Magog, Quebec. This weaving 
facility is located in a building with an area of approxi- 
mately 30,000 square feet. The capacity of this plant was 
increased and optimum production was reached by the 
end of 1969. The acquisition of this operation enabled us 
to streamline production in the other mills as well as 
adding to the total capacity. 


Due to the increased activity in sales of Nissan Water Jet 
Looms your Company formed a new division — North 
American Water Jet Service Ltd. This division is located 
in Alexandria, Ontario and facilities have been constructed 
for it to be used as a training school and development 
centre for all American and Canadian customers of Nissan 
Water Jet Looms. The training facilities in Alexandria and 
the programmes offered there have been most successful 
and this should help to increase sales of the Nissan Water 
Jet Looms. The revenue from this division should enhance 
our profits over the coming years. 


A coating operation was completed in Alexandria, Ontario 
and this process is being merchandised under the name 
of ‘Polar Guard’. This process is one in which polyurethane 
is applied to fabric which makes the finished product 
water-proof. The main end use for these fabrics is in 
snowmobile suits, children’s snowsuits and other sport 
leisure garments which have a large sales growth potential. 
With the installation of this facility, we have fully integrated 
our processing of this commodity. The initial production 
has been very well received by the trade and we look to 
increased volume in this area. 


EMPLOYEES 


Your Company now employs 540 people of whom 84 have 
been with the Company in excess of 20 years, and over 
300 have been with the Company in excess of five years. 
The continuing upward trend in the Company’s profitability 
would not have been possible without the conscientious 
efforts and loyalty of our employees. 


Your Company is currently negotiating a labour contract 
with our employees at Joliette and St. Hyacinthe. Your 
Company's labour relations in the past have been excellent 
and we do not expect anything to the contrary during these 
negotiations. 


OUTLOOK 


The Canadian Government, after constant urging by the 
Canadian Textile Industry, has agreed to establish a long- 
term textile policy. This policy should be finalized some 
time during 1970. We hope, once this has been established, 
that it will allow the industry to plan properly without being 
subjected to irrational trade behavior from low-cost and 
state-controlled economies which use Canada as a dumping 
ground for their over-production. 


The United States is now experiencing the same situation 
that we have lived with for the past ten years; however, 
the percentage of penetration in the American market by 
these imports is much lower as compared with Canada. 
Nevertheless, the American Government is in the midst 
of negotiating a global quota system from the Far East 
for fabrics and garments and we hopefully look forward 
to the Canadian Government acting along similar lines. 


The tight money policies designed to curb inflation has 
tendencies to slow down the economy. To counter fluctua- 
tions in the general economy, your Company in the last five 
years, embarked on a capital expenditure and employee 
re-training programme which should help to offset these 
fluctuations and continue to achieve increased revenues 
during the next decade. 


On behalf of the Board of Directors. 


A asa 


D. TARAN, President 
February 25, 1970 


CONSOLIDATED TEXTILE MILLS LIMITED 


and Subsidiary Companies 


CONSOLIDATED STATEMENT OF EARNINGS 
for the year ended December 31, 1969 


Net Operating Income before the Undernoted Items 
Depreciation and Amortization (Note 4) 


Interest on Long-Term Debt 


NET EARNINGS FOR THE YEAR (NOTE 4) 


CONSOLIDATED TEXTILE MILLS LIMITED 


and Subsidiary Companies 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
for the year ended December 31, 1969 


BALANCE AT BEGINNING OF YEAR 


Net Earnings for Year 


Adjustment of Prior Year's Income Taxes 


Organization and Re-organization Expenses 


BALANCE AT END OF YEAR 


1969 


$16,772,058 


1,2395196 
311,222 


256,816 


634,038 


$ 605,158 


1969 
® 3,201,613 
605,158 


$ 3,806,771 


$ 3,806,143 


1968 
$17,349,430 
950,928 
257,920 
267,213 


D20 005 


425,735 


1968 
$ 2,809,339 
425,735 
$ 3,235,074 
28,245 
5,216 


33,461 


$3,201,613 


CONSOLIDATED TEXTILE MILLS LIMITED 


and Subsidiary Companies 


ASSETS 
1969 1968 
CURRENT : 
Gash acicsescc heck AO ee a es ec ream $ 1ife2d $ 184,177 
Accounts Receivable 22.98) Se. eee re ote hs eee es are ee ee 3,180,086 2,558,146 
Sundry Receivable (gee ec. soec earn cas aera eee eee eee 37,091 59,145 
Inventories (Note: 2). ciccaesndes erence ewsectts ene cee once ccna meee eee eeeeee nnn a ee 4,747,388 4,667,592 
Prepaid. EXpenses cask ail ates centccenccce Reccccocsencesse cece fete eek tee eee ere 47,747 65,088 
8,014,033 7,534,148 
INVESTMENT 2? (NOtE 23) velscsec.csrecoreete cece ches re ceercate tena ene eee eae 104 104 
FIXED : 
Land, Buildings, Plant, Machinery and Equipment - At CoSt...............ce eee 8,013,701 7,599,119 
Preproduction; GOStS ation ute ee ae ee ee eee ee 173,843 173,843 
8,187,544 7,732,962 
Less : Accumulated Depreciation and Amortization (Note 4) ............0c.ccce 3,609,918 3,308,041 


4,577,626 4,424,921 


OTHER AND DEFERRED CHARGES : 
Unamortized Discount and Expense on Funded Debt ...............cccccccsseesseeeeteeees 181,109 199,453 


GOD yFiGht sick ssedtsegesoctcbeaeeoemateceecen scat eget cr nearme tee eee seme ne ee ae ree nee 1 1 


181,110 199,454 
$12,772,873 $12,158,627 


Approved on behalf of the Board of Directors : 
M. RABINOVITCH D. TARAN 


Director Director 


Montreal, February 24, 1970 


bo 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


PRINCIPLES OF CONSOLIDATION 

a) The consolidated financial statements include the accounts of all companies which are wholly owned. All intercompany 
items and transactions between subsidiaries, including profits in inventories, have been eliminated. 

b) Accounts, other than Canadian currency accounts, included in the consolidated financial statements are converted 
into Canadian dollars at rates of exchange current at December 31, 1969. 

INVENTORIES are valued at the lower of cost, replacement cost or net realizable value. 

INVESTMENT IN COMPANIES NOT CONSOLIDATED 


Company less.than’50% OWMed eat: COS tere. ce tees eee eee oc ea cass Pe Caeenes cs OUTS ere nN rs Rey SRR Dac ERT Eg $ 104 


DEPRECIATION, AMORTIZATION AND INCOME TAX 

a) Preproduction costs are being amortized over a five-year period commencing in 1968. 

b) Depreciation claimed for tax purposes in current and prior years was in excess of that charged against income on the 
books of the companies, thus effecting a tax reduction. Accumulated excess depreciation so charged amounted to 
$2,349,173. Adjustment for income taxes payable on this excess depreciation in future years has not been set up on the 
accompanying consolidated financial statements. At December 31, 1969 certain subsidiary companies had losses remain- 
ing available to be carried forward; at current tax rates the tax credits which would result from the carry forward of 
these losses will, if realized, amount to approximately $915,000. 

BANK LOANS 

Bank Loans are secured by a general assignment of book debts and of inventories (Sections 88 of the Bank Act). 

LONG-TERM DEBT 

a) 7% Series “A” First Mortgage Sinking Fund Bonds Maturing September 1, 1979, 
OUEST ioe sass gakuen tee eens hy: OTe Oe Re acd one ae ee 1,875,000 
Current sinking fund instalment due within OME yeak........cccccceccssessesseseseeseeesveseseeseens 99,000 


Held’tor- sinking: fuinds.ccmnisne ne nian eee yee te ee olden, ee ae 1,000 100,000 1,775,000 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1969. 


LIABILITIES 


1969 1968 
CURRENT : 
Bae OSM NOTED ) Cen Parte el IE. 2. Aho hee 8. op al onl be cet bead” gee $ 2,294,815 $ 1,815,000 
Peceuuismavanie ang ACCrued Charges’... <i.00cscot eileen ee 2,976,505 2,824,219 
Mareen CeO ld ONC Success. aj cayes cies voto cedccecccdicecatadie te 90,238 161,523 
Pong renmpDebtedue Within One Yall secccwessc.acsceiecseotdecccsstcecoeeeescs eee 154,000 100,000 


9,075,558 4,900,742 


LONG-TERM DEBT : 


Devenmreseanc ponds Payable (Note 6) .c..cc:.0.usc ee 3,475,000 3,650,000 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (Note 7) 
AUTHORIZED : 
1,000,000 Common Shaves without Nominal or Par Value 


ISSUED : 


Pe eats CME OLTIMIONN, (SUA Si tose coos cirsosoec salsanceeebechesiseisoah cou scacselcpovuceubedoseliectsnieces tose 416,172 406,272 


RETAINED EARNINGS : 


eM TALE TINO INER AL LACT Oleh dale caus oeraceccat ae Oe A ee ee 3,806,143 3,201,613 
| 4,222 315 3,607,885 


Submitted with our report of even date. $12,772,873 $12,158,627 
ABRAMOVITCH, ABRAMOVITCH, CRAWFORD, 
RAPPAPORT & CO. 

Chartered Accountants 


b) 634% Series “A” Sinking Fund Debentures 
(Carrying share purchase warrants) 
Maturing February 1, 1980 


REL ES LATVIA) mR cee eden cnc vata vyonosba ddan conoh shcaay asmallcmeahnasebatneain Nace Zees Re Ee ome 1,775,000 
Current sinking fund) instalment due Within OME YEA cc wii csrauseaecuenseadsreaneers 55,000 
lnkalke! ‘ikete Sim taye “RUT li cecseconcclecccoccnceeeheucneepnae! ohn sndogsoancodscntacod0coe0¢ om kfanrlagaconcac saoesoscocrir 9b sop 030008 20,000 75,000 1,700,000 


$ 3,475,000 


The share warrants entitle the holders thereof to purchase common shares without nominal or par value of the Company, 
as presently constituted at the rate of 25 shares in respect of each $1,000 principle amount of debentures at the 
following prices :- 

$25.00 per share if purchased at any time up to the close of business on February 1, 1972. 

$28.00 per share if purchased thereafter any time up to the close of business on February 1, 1975. 

The indenture relative to the share purchase warrants contains adjustment provisions designed to protect the holders 


thereof against dilution of their purchase rights. 
Consolidated Textile Mills Limited and its subsidiaries are parties to the trust deeds representing the above issues. 


CAPITAL STOCK 
a) During the year an employee exercised his option and 1,000 common shares were issued at $9.90 per share. 


b) Employee Options. 
6,000 common shares at $16.50 per share, exercisable before January 30, 1970 and at S17.325 per share if exercised 
thereafter but before January 31, 1971. 

c) Officers and Directors Options. 
6,750 common shares at $16.426 per share, exercisable before January 5, 1970. 

The Company has commitments in respect of long term leases for periods up to twenty years requiring minimum annual 


rentals of approximately $70,000. 
Remuneration received by directors, including salaries of officers who are also directors, aggregated $142,601 in 1969. 


CONSOLIDATED TEXTILE MILLS LIMITED 


and Subsidiary Companies 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
for the year ended December 31, 1969 


SOURCE OF FUNDS : 
Net Earnings for the Year $ 605,158 425,735 


Charges not requiring outlay of funds : 

Depreciation and Amortization 257,920 

Amortization of Discount and Expense of Funded Debt 18,343 18,343 
1,000,723 701,998 

Issue of Common Shares 9,900 


Decrease in Investment 5,400 
1,010,623 717,298 


APPLICATION OF FUNDS : 

Additions to Fixed Assets - Net 529,927 323,516 

Decrease in Long-Term Debt 175,000 175,000 

Adjustment of Prior Years Income Taxes = 28,245 

Organization and Re-organization Expenses 628 4,165 
| 705,555 530,926 


Increase in Working Capital 186,372 
Working Capital at Beginning of Year 2,633,406 2,447,034 
Working Capital at End of Year $ 2,938,474 $ 2,633,406 


AUDITORS’ REPORT 


TO THE SHAREHOLDERS OF 
CONSOLIDATED TEXTILE MILLS LIMITED : 


We have examined the consolidated balance sheet of Consolidated Textile Mills Limited and its wholly owned subsidiaries as 
at December 31, 1969 and the consolidated statements of earnings, retained earnings and source and application of funds for 
the year then ended. Our examination included a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements when read in conjunction with the notes thereto, present fairly the 
consolidated financial position of the companies as at December 31, 1969 and the results of their operations and the source 
and application of their funds for the year then ended, in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


ABRAMOVITCH, ABRAMOVITCH, CRAWFORD, RAPPAPORT & CO. 


MONTREAL, Quebec Chartered Accountants 


February 24, 1970 
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Consolidated Textiles Mills Limited 
Consolidated Statement of Earnings Etat des Bénéfices Consolidés 


For the six months ended July 3, 1971 Pour les six mois terminés le 3 juillet 1971 


CONSOLIDATED TEXTILES 
1971 1970 ies 
$11,068,271 $8,525,530 I es | 


Net Operating Income Before the 918.508 821,613 Revenus net des opérations avant les détails sous- 


Undernoted Items mentionnés 


Depreciation and Amortization 161.914 175,749 Dépréciation et amortissement 


Interest on Long-Term Debt 127,244 134,274 Intéréts sur la dette a long terme 
289,158 309,923 


Net Earnings 629,350 511,590 Profit Net 
Net Earnings per share Profit Net par action 
(Based on 715,446 shares outstanding 1970) : (basé sur 715,446 actions en circulation 1970) 
(Based on 768,968 shares outstanding 1971) (Basé sur 768,968 actions en circulation 1971) 


Consolidated Statement of Source and Etat Consolidé de la Provenance et de 
Application of Funds Utilisation des Fonds 
For the six months ended July 3, 1971 Pour les six mois terminés le 3 juillet 1971 
1970 
Source of Funds Provenance des Fonds 
Net Earnings for the period $ 629.350 $ 511,590 Profit net de la période 
Charges not requiring outlay of funds Plus: Dépenses n’ayant pas entrainé de déboursés Consolidated Textiles Mills Limited 
Depreciation and Amortization 152.742 166,577 Dépréciation et amortissement and Subsidiary Companies 
Amortization of Discount and Expense 9.172 9,172 Amortissement de |’escompte et des frais de la dette Interim Report July 3, 1971 
of Funded Debt 791.264 687,339 a long terme 
71,262 Emission d’actions ordinaires 
862,526 
Application of Funds Utilisation des fonds 
Additions to Fixed Assets-Net ............. 128.839 PAPEIVAN Ana BN Sag Bo 6 Acquisition d’immobilisations - Net 
Decrease in Long-Term Debt ; Diminution de la dette a long terme 
75,000 —/5,000 
203,839 __ 347,821 
Increase in Working Capital ............... 658,687 SSDs 1G LEK y  Yewalualta sys Augmentation du fonds de roulement 
Working Capital At Beginning of Period ......... 3,639,308 _2938,.474 ...... Fonds de roulement au début de la période 


Working Capital at End of Period ............. $4,297,995 217992 a as Fonds de roulement a la fin de la période 


Interim Report to the Shareholders: 


Substantial gains in both sales and earnings were 
achieved by the company in the first six months 
of the current year. 


Sales for the period ended July 3, 1971 rose 30%, 
to $11,068,270, from $8,525,530 last year. Net 
earnings at $629,350, or 81¢ per share, registered a 
23% gain over earnings of $511,590 in the correspon- 
ding period of 1970. The higher sales resulted in 
large measure from the increasing popularity of 
double knits for both men’s and ladies’ apparel, 
also from the growing export demand for the com- 
pany’s fabric lines. 


An important development during the period was 
the establishment of a wholly-owned subsidiary in 
the U.S., Sextet Fashion Fabrics Inc. Based | in 
New York City, the new company will distribute 
Consolidated’s fabric lines in that city as well as 
through sales representatives in Miami, Dallas and 
Los Angeles. It is anticipated that, through this 
vehicle, your company will extend its penetration 
of the vast U.S. market and the resulting effect on 
future earnings should be highly favorable. 


Operations of North American Water Jet Service 
Ltd. have been terminated. The decision to discon- 
tinue operations of this subsidiary was made by 
mutual consent of both your company and the 
Nissan Motor Company of Japan, in view of the 
current softness of water jet loom sales in North 
America. 


Mr. Peter W. Benn, who had previously supervised 
operations at the company’s Alexandria, Ontario 
facility, has been appointed Director of Manufactu- 
ring. Mr. Benn brings to this position more than 
30 years’ experience in the industry. In his new 
capacity he will oversee the company’s manufac- 
turing and processing operations as well as plant 
expansion programs. 


In view of the strengthening of demand for your 
company’s fabric lines within both domestic and 
export markets, it is expected that the upward 
trend in sales and earnings will be maintained through 
the balance of the current year. 


On behalf of the board, 


gates Hae 


D. Taran, President 
Montreal,Quebec July 30, 1971 


Rapport intérimaire a nos Actionnaires 


Au cours du premier semestre de la présente 
année, la compagnie a su réaliser une augmentation 
marquée de ses ventes ainsi que de ses bénéfices. 


Les ventes au cours de la période terminée le 
3 juillet 1971 se sont accrues de 30% pour atteindre 
$11,068,270, comparativement a $8,525,530 I’an 
dernier. Les bénéfices mets qui se sont élevés a 
$629,350, ou $0.81 par action, ont dépassé de 23% 
ceux de la méme période en 1970 lesquels s’‘éta- 
blissaient a $511,590. Cette hausse des ventes est 
attribuable dans une large mesure a la popularité 
toujours plus grande des vétements de tricot double 
pour hommes et femmes ainsi qu’a la demande crois- 
sante au chapitre de l’exportation des tissus de la 
compagnie. 


Un événement important qui a marqué cette pé- 
riode a été |'établissement aux Etats-Unis d’une 
subsidiaire dont les intéréts sont entierement détenus 
par la compagnie et connue sous le nom de ‘’Sextet 
Fashion Fabrics Inc.’’ Située dans la ville de New 
York, cette nouvelle compagnie distribuera dans 
cette ville ainsi que dans les villes de Miami, Dallas 
et Los Angeles, par l’intermédiaire de représentants, 
les tissus fabriqués par Consolidated Textiles. Nous 
prévoyons que cette nouvelle initiative permettra ala 
compagnie de pénétrer davantage le vaste marché 
américain et aura des répercussions bénéfiques sur 
les revenus futurs de la compagnie. 


La subsidiaire North American Water Jet Service 
Ltd. a cessé ses activités. Votre compagnie et Nissan 
Motor Company du Japon ont pris cette décision 
d’un commun accord étant donné le ralentissement 
que subissent présentement les ventes des métiers a 
jet d’eau en Amérique du Nord. 


M. Peter W. Benn qui dirigeait auparavant l’exploi- 
tation de l'usine située a Alexandria, Ontario a été 
nommé directeur du service de fabrication. M. Benn 
met au service de la compagnie plus de trente années 
d’expérience dans l'industrie. Ses nouvelles fonctions 
consistent a diriger les services de fabrication et de 
transformation de la compagnie ainsi que les pro- 
grammes d’expansion de ses usines. 


En raison de la demande toujours croissante que 
connaissent les tissus de la compagnie tant sur le 
marché domestique que sur le marché d’exportation, 
il nous est permis de croire que la tendance a la 
hausse des ventes et bénéfices de la compagnie sera 
maintenue jusqu’a la fin de |l’année en cours. 


Au nom du conseil, 


A) Tanrcus 


le président, D. Taran 
Montréal, Québec le 30 juillet 1971 


CONSOLIDATED TEXTILES 


banana 


Consolidated Textiles Mills Limited 


et ses compagnies filiales 
Rapport Intérimaire Juillet 3, 1971 


